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ar 1in Review

arket Perspective
* Asset Allocation
* Private Equity

e Performance




Benign Inflation
* Falling Interest Rates
* Slowing Economy

* Falling Equity Market

* Strong Fixed Income Market
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quity Market
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ear In Review

June — Board Retreat
September — Non-US Equity
November — Private Equity
December — Asset Allocation
February — Fixed Income
March — Real Estate
May — Domestic Equity

June — Board Retreat




rivate Equity

rogram began in 1989
Opportunistic

* One year return — June 2000: 148.7%
* One year return — June 2001: -15.4%%*

* Five year return — June 2001: over 30%*

* draft - unandited
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set Allocation

sset Allocation Policies
— Every 4 years

— Risk defined as volatility of assets, funded
status and contribution rate




set Allocation

rocCess
— Asset/Liability Analysis

* How much risk as defined by a combination of
stocks and bonds

— Mean/Variance Analysis

* How to structure a portfolio to achieve maxim
expected return for the amount of risk dee
appropriate

— VRS assumptions
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ocation Analysis

Consider effect on VRS of changing the
equity/fixed income ratio from 70/30 to
50/50 over 5, 10, and 20 years

* Policy objectives to consider are funded
status, contribution rates, and return
expectations
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sset Allocation

1994
45% US Equity

2001
* 48.5% US Equity

10% Non-US Equity * 15% Non-US Equity

27% Global Fixed Inc e 25% Fixed Inc
6% Private Equity * 7% Private Equity

9% Real Estate

3% Managed Futures

4.5% Real Estat
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ormance (5/01)

VRS Benchmark
11.6 % 11.3 %
12.1 % 11.0 %
7.5 % 6.4 %
-1.3 % -3.5%

-5.8 %o -6.2 %




